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NEW HEALTH PROFESSIONS AND GRADUATE
MEDICAL EDUCATION RECOMMENDATIONS

TUESDAY, APRIL 16, 1996

HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON HEALTH,
Washington, DC.
The Subcommittee met, pursuant to notice, at 10:05 a.m., in
room 1100, Longworth House Office Building, Hon. Bill Thomas
(Chairman of the Subcommittee) presiding.
[The advisory announcing the hearing follows:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON HEALTH

FOR IMMEDIATE RELEASE CONTACT: (202) 225-3943
April 9, 1996
No. HL-16

Thomas Announces Hearing On
New Health Professions and Graduate
Medical Education Recommendations

Congressman Bill Thomas (R-CA), Chairman of the Subcommittee on Health of the
Committee on Ways and Means, today announced that the Subcornmittee will hold a hearing on
recommendations on the future national needs in the areas of health professions training and the
financing of graduate medical education. The hearing will take place on Tuesday, April 16,
1996, in the main Committee hearing room, 1100 Longworth House Office Building,
beginning at 10:00 a.m.

In view of the limited time available to hear witnesses, oral testimony at this hearing will
be heard from invited witnesses only. Witnesses will include representatives of the Institute of
Medicine's Committee on U.S. Physician Supply and the Pew Health Professions Commission.
However, any individual or organization not scheduled for an oral appearance may submit a
written statement for consideration by the Committee and for inclusion in the printed record of
the hearing.

AC D:

Currently, the United States has over 300 major teaching hospitals where most graduate
medical education of physicians takes place as well as the training of many other health
professionals. These institutions generally provide the full range of medical services, but are
particularly noted for the contribution they make in health care training, research, and tertiary
care services. Certain institutions are also critical to communities for the provision of primary
care to areas and people not readily served by other health care providers.

The evolving health care market is having a major effect on the viability of teaching
hospitals as we know them today, the financing of graduate medical education, and most
importantly, the national needs regarding health professionals. Medicare assumes a major role in
the financing of graduate medical education and the unique missions of teaching hospitals,

The Medicare program recognizes the costs of graduate medical education in teaching
hospitals and the higher costs of providing services in those institutions. Medicare recognizes
the costs of graduate medical education under two mechanisms: direct graduate medical
education payments and an indirect medical education adjustment. The direct cost of approved
graduate medical education programs include salaries of residents and faculty, and other
education costs for residents, nurses, and allied health professionals trained in provider-operated
programs and are paid on the basis of a formula that reflects each hospital's per resident costs.
The indirect medical education adjustment is designed to pay hospitals for the costs resulting
from such factors as the extra demands placed on the hospital staff as a result of the teaching
activity, greater severity of patient illness, or additional tests and procedures that may be ordered
by residents.

Issues relating to health professions and teaching hospitals are of critical importance to
the Medicare program and its beneficiaries. The Institute of Medicine Committee on the U.S.
Physician Supply and the Pew Health Professions Commission have both recently made
recommendations concerning the structure and financing of health professions training and the
overall national health professions needs.

(MORE)



WAYS AND MEANS SUBCOMMITTEE ON HEALTH
PAGE TWO

In announcing the hearing, Chairman Thomas stated: "The recommendations of these
two groups are extremely significant and timely. The hearing provides an important opportunity
to begin a dialogue in the Health Subcommittee on the future of health professions training and
graduate medical education financing in this country.”

FOCUS OF THE HEARING:

The hearing will focus on the recommendations of the Institute of Medicine’s Committee
on the U.S. Physician Supply and the Pew Health Professions Commission on the future national
needs in the areas of health professions training and the financing of graduate medical education,
particularly as they effect the Medicare program and its beneficiaries.

DETAILS FOR ISSION WRITTEN ENTS:

Any person or organization wishing to submit a written statement for the printed record
of the hearing should submit at least six (6) copies of their statement, with their address and date
of hearing noted, by the close of business, Tuesday, April 30, 1996, to Phillip D. Moseley, Chief
of Staff, Committee on Ways and Means, U.S. House of Representatives, 1102 Longworth
House Office Building, Washington, D.C. 20515. If those filing written statements wish to have
their statements distributed to the press and interested public at the hearing, they may deliver
200 additional copies for this purpose to the Subcommittee on Health office, room 1136
Longworth House Office Building, at least one hour before the hearing begins.

( TTING REQUI TS:

[Ezch siatement preseatad lor printing o tre Commities by & Witzess, any Written stalament or exhibil submitied for the printed record or any
‘written commeats o response to a request for written comments must conform to the guidelines Usted below. Any statement or exhibit not in
compliance with these guidelinss will net be printed, but will be maintained in the Committss flies for review and use by the Commities.

1. Al statements and any accompanying exhibits for printing must be typed Lo single space on legal-size papar and may not excesd s
total of 10 pages including attachments.

2. Coplea of whole dacumenLs submitted a3 sxhibll matsrial will not be acceptad for printing. [nstead, exhibit material should be
rafersncsd and guoled or paraphrasad All sxhibit material not mesiing these will be In the Tes for review
and use by the Gomumittee.

3 A witness appearing at & publlc hearing, or submitiing a statsment for the record of 2 public hearing, or sebmitting written
comments In response to a published request for comments by the Committes, must tnclude on bis statement or submissien a list of all clients,
persons, or organizations on whose bebalf the witness appears.

4 A vupplemental sheot mnat accompany sach statament listing the name. full address, a telepbone number where ths witness or the
designaled representative may be reached and a toplcal outline or summary of Lhe comments and recommandations in the fall statement. This
supplomantal shesl will oot ba tncludsd In the printed record.

The abave restrictions and limitations apply only to material belng submitted for printing. and exhublta or ¥ matorial
submitted aolely for distribution to the Members, the press and the public during the course of & public hearing may be sabamitted In other forms.

Note: All Committee advisories and news releases are now available over the Internet at
GOPHER.HQUSE.GOV, under 'HOUSE COMMITTEE INFORMATION".
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Chairman THOMAS. The Subcommittee will come to order. Would
our witnesses, Governor Lamm and Dr. Detmer, please approach?

Last year, the Health Subcommittee conducted hearings on grad-
uate medical education and Medicare payments to teaching hos-
pitals. It was clear from the discussions that the future of physi-
cian training and the other activities of teaching hospitals have
broad implications for health care far beyond the Medicare Pro-
gram.

The hearings demonstrated conclusively that the manner in
which the Medicare Program and the Federal Government could
contribute to the funding of physician training and other costs of
teaching hospitals needed to be redesigned.

As a result, the Ways and Means Committee developed provi-
sions for both the Medicare Preservation Act of 1995 and the Bal-
anced Budget Act of 1995, which reformed funding for graduate
medical education in teaching hospitals. In those measures, the re-
forms passed by the Congress provided for a new financing struc-
ture of graduate medical education and teaching hospitals and
mandated further study of the many details necessary for success-
ful implementation of these new payment policies over the long
term. Unfortunately, the President chose to veto these much-need-
ed reforms.

The Ways and Means Committee, however, remains committed
to the efforts we began last year. Therefore, the Health Subcommit-
tee will address the study portions of last year’s bills in order to
gain guidance on the details of implementing new payment policy
for graduate medical education and teaching hospitals.

We begin today with a hearing to receive the recommendations
of two noted private sector groups—the Pew Health Professions
Commission and Governor Lamm, and the Committee on the U.S.
Physician Supply of the Institute of Medicine and Dr. Detmer. We
look forward to the insights of these two study groups which ad-
dress the same issues we focused on in our recent legislation, that
is, the future of teaching hospitals in the competitive health care
marketplace, the extent the Federal Government should subsidize
graduate medical education and training, and the payment policy
for teaching hospitals.

Both reports concentrate appropriately on the issues regarding
the number of physicians this country is now producing, as well as
the difficult problem of extreme growth in the number of inter-
national medical graduates training in U.S. teaching hospitals.

This hearing marks a new round in the examination of graduate
medical education and teaching hospital payment policy which will
continue with further hearings and discussions in this Subcommit-
tee. The goal obviously is to refine the conclusions that we reached
initially.

I welcome our distinguished witnesses to this hearing and want
to express the appreciation of the Subcommittee for their good
work and their willingness to share their views with us.

I now yield to the gentleman from California, the Ranking Mem-
ber, Mr. Stark.

Mr. STARK. Thank you, Mr. Chairman. Thank you for holding
this hearing on these two reports.
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I think everyone agrees that there is an oversupply of physicians,
and I think there is some agreement that we need more primary
care physicians and fewer specialists, and it is important to under-
stand how Medicare can help encourage—if it should—what may
already be happening in the marketplace.

At the same time, I am somewhat confused as to whether we are
dealing with physician oversupply as a means to save money or
whether we are trying to get more primary care physicians in total.
We have problems of oversupply, yet millions of Americans are
poorly served. Rural communities and inner cities go begging for
doctors. Minorities are underrepresented in the Nation’s medical
schools. So the problem is many faceted.

Both Republican and Democrat budgets propose major changes
in graduate medical education, and these GME budgets cannot be
looked at, I do not think, in isolation. The major teaching hospitals
are also the leaders in medical research, caring for the uninsured,
and their margins are about half of what the average hospital’s
is—about 2.1 as opposed to 4.3 for average hospitals.

So I hope today’s witnesses can respond to the overall impact of
trying to cut 30 percent out of, say, disproportionate share pay-
ments, or a 2-percent reduction in hospital updates; massive cuts
in Medicaid; State support for Medicaid, which is waning. What
will all of these cumulative cuts mean for the future of medical
education and medical research?

The Institute of Medicine recommendations would end the use of
foreign medical graduates, a specific recommendation. But there is
really fuzzy, vague advice about helping hospitals in rural commu-
nities dependent upon these graduates in attracting American-
trained doctors. I'd like to hear, if we are going to shut the door
on the supply, what replacement program we might have to serve
the poor rural and inner-city residents.

So there are many issues this morning that I think will be inter-
esting, and I look forward to the witnesses’ statements, Mr. Chair-
man.

Mr. THOMAS. Thank you very much, and obviously, any written
statement that either of the witnesses has will be made a part of
the record, and you may inform us as you see fit of the findings.

I would just concur with my colleague from California that what
has been proposed is of course interesting; what was not proposed
is probably more interesting to us, witness all of the above list that
the gentleman from California iterated.

Governor Lamm, we will begin with you.

STATEMENT OF HON. RICHARD D. LAMM, CHAIRMAN, PEW
HEALTH PROFESSIONS COMMISSION

Mr. LaMM. Mr. Chairman, Members of the Committee, thank
you. I am going to just summarize my testimony; I think that is
the way we both enjoy it most.

Our Committee found that Adam Smith has arrived in the health
care system in a very big way, and this is causing dramatic and
traumatic changes in the staffing patterns of health care delivery
systems.

Second is that markets, as we all know, are rather ruthless reor-
ganizers. We are moving from a cottage industry to a set of inte-
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grated delivery systems and this is a major, major change. This is
equivalent to some of the changes that hit dentistry when fluoride
was discovered or the defense industry in Southern California in
the wake of military base closures. In other words, we found that
there is a decade of change every 6 months in the whole area of
delivery of health care.

Third, the halcyon days of blank check medicine are definitely
over. Every payor, whether business or States under their Medicaid
or even Medicare, is really asking about value, staffing patterns,
and the reasons for paying subsidies. In other words, there is a
whirlwind of change out there.

Fourth, these changes are definitely affecting the size of the in-
frastructure. I spent some time in Europe, looking at the European
health care systems. Everybody takes a great deal of interest in the
size of the infrastructure, the number of doctors we train, the num-
ber of hospitals we have, the number of hospital beds and MRI ma-
chines. All of that infrastructure has a great deal to do with the
cost of health care because it has to be amortized, and other coun-
tries take great care not to try to overbuild their infrastructure.
Some of them, by the way, train way too many doctors.

The fifth point I would like to make is that the utilization of phy-
sicians in these new systems is substantially different than the his-
toric way we have been doing it in fee-for-service medicine. It is
very dramatic. It is not that we find that these systems value spe-
cialists any less; it is that they utilize them much more efficiently
and effectively. So that what you are finding is that, where you
used to have a very high specialist staffing ratio all of a sudden in-
tegrated delivery systems are coming and delivering those services
with far fewer physicians.

The sixth point is that while the market is out working on more
effective utilization of physicians, you essentially have the produc-
tion end being driven, or at least 40 percent of it being driven, by
the Federal Government and taxpayers’ money. So you have sort
of Adam Smith operating over here, and you have the government
over here, continuing to produce or help to produce more physicians
than the market is signaling us very strongly that it is utilizing.

The seventh point I would make is that public money ought to
buy public goods. Our commission asked itself why should there be
Federal money in medical education. Well, there should be to the
extent that it purchases public goods. But when you are purchasing
and pushing an oversupply that the market is signaling is an over-
supply, we think that is a mistake.

My recommendations are in my testimony, or I could quickly
summarize them, depending upon what you would like. Oh, I see—
I have time left.

Our recommendations, then, Members of the Committee, would
be to reduce the number of graduate medical training positions to
110 percent of U.S. medical graduates, which would of course have
the net effect of reducing the number of international medical grad-
uates.

Second, we would like to redirect some of the graduate medical
training money so that by the year 2000, 50 percent of the medical
students would be trained in primary care disciplines.
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Third, 25 percent of medical residents’ clinical experience should
take place in community-based settings.

Fourth, we very much urge a public-private all-payer pool, so
that it is not only the Federal Government that makes such a
major contribution to medical education, but that all users contrib-
ute. Finally, we recommend enlarging the National Health Service

Corps to take care of those very real problems that Congressman
Stark mentioned.

Mr. Chairman, thank you.
[The prepared statement follows:]



STATEMENT OF RICHARD D. LAMM
CHAIRMAN
PEW HEALTH PROFESSIONS COMMISSION

Mr. Chairman, members of the Sub-Committee, I am Richard Lamm. For the past three
years I have served as chairman of the Pew Health Professions Commission. This eight
year effort funded by the Pew Charitable Trusts of Philadelphia, Pennsylvania, is an
effort to assist the health professions of the nation in better understanding the changes
that are occurring in the health care system and to develop responses to these changes that
alter the way we educate, train and regulate the next generation of health care workers.

This past November, the Commission released its third report “Critical Challenges:
Revitalizing the Health Professions for the 21st Century”. The report contains over 50
recommendations for action across all of the major health professions and at all levels of
government and institutional life. Today I would like to focus my remarks on the
recommendations we made for medicine. Though not without controversy, these
recommendations have served to frame much of the current debate over the future of
medicine and our academic health centers. Let me review our assumptions and the
recommendations that derive from them.

Assumptions

The health care system that has grown up over the past five decades has served some of
the needs of the nation very well. However, that system now consumes 15% of our
productive effort and is in the process of being redirected by powerful market forces. In
its growth, the system has over built the health care infrastructure in such a way that we
may have as many as 60% too many hospital beds and 50% too many hospitals. In terms.
of health care personnel, we will soon recognize that the oversupply of doctors may be as
great as 100,000 to 150,000; all of them in specilty 2reas. As we now have a market
driven reform as opposed to the policy proposals developed in 1993 and 1994, we will
see the transformation take place faster and more completely than if it were held captive
by political forces. Because of this we will see rapid rationalization of physician
utilization across the country.

Conclusions

Even without such bold reordering of health care, we have produced too many
physicians. With such changes the oversupply is and will be dislocating.

This oversupply has been brought about by two forces. First and most important, a
phenomenal growth in the number of medical residency positions in the United States has
yielded a dramatic increase in the number of international medical graduates who come to
the U.S for residency training, 80% of whom stay on in this country to practice medicine.
Today, there are 1.4 first year medical residency positions for every 1 U.S. medical
graduate. Second, the number of entering US medical school positions has doubled from
7,000 in 1970 to 15,000 today.

The 1casons for action to reduce the oversupply of physicians are varied. Leaving the
market to correct itself is not appropriate in this case, because the market is skewed by
the over 6 billion dollar subsidy that the federal government provides through Medicare
funding for graduate medical education. Medicare GME funding accounts for 40 percent
of all funding for graduate medical education in the United States. Because this subsidy is
so powerful we must act to at least neutralize it or use it as an instrument for positive
policy action. Second, we must act for the sake of the young people entering the medical
profession. They cannot look forward to a rewarding career if the profession is mired in
such a morass as this oversupply is producing . Third, the oversupply will serve to
weaken the profession. While change in physician behavior is necessary for significant
reform, no one on the Commission wishes to fatally weaken this important profession.
Finally, Medicare GME reform is good public policy. Why should we subsidize the
production of unneeded doctors anymore than we should subsidize unneeded soy beans,
military bases or corporations? It makes no sense.



Recommendations

Our recommendations are pretty straight forward. They are detailed in the report of the
Commission that we have made available to members and staff. Let me summarize the
recommendations that bave implications for direct federal action. 1 will begin with those
that are likely to fall under the jurisdiction of this sub-committee:

A. Reduce the number of graduate medical training positions to approximately the
number of U.S. medical school graduates plus 10%. For 1996 this would mean
the base of 17,500 MD and DO graduates should support 19,000 to 20,000 entry
level graduate training positions.  This could be accomplished by changing the
laws surrounding the financing of GME through the Health Care Finance
Administration.

B. Redirect graduate medical training programs (6, 951 programs as of 1991) so that
by the year 2000 2 minimum of 50% of medical residents are in the primary care
areas of family medicine, general intemal medicine, and general pediatrics.
Specialty residency programs should be funded at a significantly reduced rate.
This rate should vary from specialty to specialty, reflecting the relative
oversupply in each specialty. The Congress should then ensure that residency
review commitiees for specialties are not subject to FTC sanctions for restraint of
trade when evaluating residency programs . The residency review committees
would then be in a position to make their own decisions as ta whether 10 keep

funding at the same level for all existing programs or reduce the number of
programs using quality as the criterion for determining which programs should
close.

C. Move training of physicians at the undergraduate and graduate levels into
community, ambulatory and managed care based settings for a minimum of 25%
of clinical experience. Such a requirement could be written into the HCFA
guidelines for Medicare GME as is currently done in New York State for
Medicaid GME.

D. Create a public-private payment pool for funding health professions education
that is tied to all health insurance premiums and is designed to achieve policy
goals serving the public’s health. Effective public action could lead to a fair and
informed mechanisms for funding graduate heaith professions programs.

E. Enlarge the National Health Service Corps to attract graduate physicians into
service roles currently being met by the excessive number of medical residents.
This is necessary to assist academic centers, teaching hospitals, and other
organizations that serve the underserved in meeting these needs with reduced
numbers of residents.

In addition two other policy issues need attention, but tail outside of the purview of this
sub-committee.

First, we need to insure that the immigration laws that apply to other professions are
equally enforced for the medical professions. It makes little sense of the US to subsidize
the training of physicians from other countries and encourage them to stay on in practice
in this country, when this nation has an excess number of physicians. International
physicians participating in the exchange visitor program should return to their home
countries following training, if that program is to achieve its goal of improving medical
care in developing countries.

Second, state legislatures and boards of trustees of private and public universitics must
reconsider whether of nol the cwrrent sizes of enfering classes at their medical achools are
desirable. ‘there is littic that Congress can or should do to address this issue, but we
belicve your policics must be developed with this reality in mind.
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Mr. THoMAS. Thank you very much, Governor.
Mr. Detmer.

STATEMENT OF DON E. DETMER, M.D., COCHAIR, COMMITTEE
ON THE U.S. PHYSICIAN SUPPLY, INSTITUTE OF MEDICINE,
NATIONAL ACADEMY OF SCIENCES

Dr. DETMER. Good morning, Mr. Chairman and Members of the
Committee. 1 thank you for this opportunity to present the Insti-
tute of Medicine’s study on physician supply and requirements in
the United States.

I will in fact read these comments because I want to carefully re-
flect the IOM’s report, but will be happy to respond to questions
in the discussion, and I am really here representing myself and Dr.
Neal Vanselow, as cochairs of the group. The full list of the com-
mittee is in the testimony.

The committee had a diversity of views and disciplines, including
medicine, economics, law, health policy, and health services re-
search.

As the 21st century draws near, the size and composition of the
physician work force troubles both health professionals as well as
policymakers, and with the collapse of efforts between 1992 and
1994 to enact comprehensive health reform, much of this restruc-
turing is taking place, as was mentioned, in the private sector—
changes, with as yet unforeseen consequences, with real concerns,
as has already been mentioned, for access to care and quality of
care.

In early 1995, the Institute of Medicine appointed an expert com-
mittee to carry out a short but substantive review of existing data
about the U.S. physician supply to identify positive and negative
implications of the possible mismatch between supply and require-
ments in coming years and to lay out possible options for address-
ing any perceived problems.

Three principles guided the committee’s deliberations. First, the
Nation should separate national work force policy for graduate
medical education from the service delivery needs of selected parts
of the health care system.

Second, long-term physician work force policy should be driven
by aggregate requirements nationally, and meeting those require-
ments should be cued more to the output of U.S. allopathic and os-
teopathic schools than it is today.

And third, opportunities in the United States for careers in the
health arts such as medicine should be reserved first for graduates
of U.S. schools.

Most studies on the adequacy of the physician work force for the
past 15 years have concluded that the United States already has
or will soon have an oversupply of physicians generally character-
ized as a large surplus of mostly non-primary care specialists and
either a shortage or relative balance in the supply of primary care
physicians.

These figures can be interpreted in the light of a landmark re-
port in 1981 on the adequacy of the U.S. physician work force from
the Graduate Medical Education National Advisory Committee,
GMENAC. GMENAC concluded that the Nation could expect to
have a surplus of physicians that would grow from 70,000 physi-
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cians in 1990 to 145,000 by the year 2000. Clearly, by the
midnineties, the Nation was well on its way to surpassing the
GMENAC predictions.

Graduate medical education plays a significant role in U.S. phy-
sician supply because following graduation from medical school,
doctors in graduate training—interns, residents and fellows—pro-
vide considerable patient care and because GME is the necessary
pathway to a medical career. More than 99,000 physicians were in
graduate training in 1992, and it is over 100,000 at this point, and
the numbers have increased steadily at about 4 percent per year.

The number of U.S. medical graduates in GME training has re-
mained stable, however, since the early eighties; but between 1988
and 1993, the number of international medical graduates in resi-
dency or fellowship training dramatically increased by 80 percent,
from 12,433 to 22,706.

As many as 75 percent of foreign international medical graduates
who take their residency training in the United States will remain
in, or shortly return to, this country to practice. In short, the issue
of the long-term match between the supply of physicians in this
country and the expected requirements for physician services can-
not be addressed without consideration of the role of GME and the
role of international medical graduates within GME.

On the relationship of physician supply to key elements of the
health care system, the temptation to argue that an ever-increasing
physician oversupply will have a beneficial impact on cost, access,
or quality should be resisted. Based on our review of the data, such
an assertion does not stand up to scrutiny. Our Nation’s record in
addressing these issues, even with a dramatically increased supply
of physicians, is far from adequate.

For example, an abundance of physicians has not so far and by
itself will not solve the problem of maldistribution by geographic
area or specialty. Only targeted programs will.

Having far more physicians than are needed to meet the Nation's
requirements is a waste of the Federal resources currently spent on
physician graduate education, and it may also be a poor personal
investment for prospective medical students.

The current use of public financial support for very large num-
bers of IMG trainees lowers opportunities for young, able Ameri-
cans, the daughters and sons of our taxpayers, to enter the medical
profession, particularly underrepresented minorities and women,
and some might argue that it also deprives the citizens of other na-
tions of their own talented youth.

So the recommendation, very briefly, was to freeze the current
output of U.S. class sizes and students, to revamp graduate medi-
cal education to essentially break the connection between training
and service needs, to have the total number of medical residency
first-year training slots much closer to the current number of U.S.
medical school output, and to take care of the care needs of those
hospitals particularly in the Nation's inner cities that could be par-
ticularly hurt by these policy changes. These hospitals supply a
substantial amount of very important care for poor and disadvan-
taged populations. Finally, data collection and information dissemi-
nation is needed so that prospective students know the prospects
for a medical career and so U.S. policymakers and the profession
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can better track these issues in the future with all of the changes
underway.

Thank you.

[The prepared statement and attachment follow:]
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The Nation's Physician Workforce:
Options for Balancing Supply and Requirements
Statement by
Don E. Detmer, MD' and Neal A. Vanselow, MD?
Co-Chairmen, Committee on the U.S. Physician Supply
Institute of Medicine, National Academy of Sciences
April 16, 1996

Good morning, Mr. Chairman and Members of the Subcommittee. Thank
you for the opportunity to present the results of an Institute of Medicine study of
physician supply and requirements in the United States. Our statement today
represents the views of the Institute of Medicine (IOM) and the Institute's
Committee on the U.S. Physician Supply, which we co-chaired. The committee
comprised a diversity of views and disciplines, including medicine, economics,
law, health policy, and health services research. A list of the members of the
committee is attached to this statement.

As you are aware, the Institute of Medicine is not a governmental agency,
but rather is an independent, non-profit organization, chartered in 1970 by the
National Academy of Sciences to examine policy matters pertaining to the health
of the public.

As the twenty-first century draws near, the size and composition of the
physician workforce trouble both health professionals and policymakers,
particularly because of the radical, rapid, and unpredictable transformation of the
health care delivery system. With the collapse of efforts between 1992 and 1994
to enact comprehensive health care reform, much of this restructuring is taking
place through changes in the private sector, with-as yet-unforeseen consequences,
but with real concern for access to care and the quality of care.

In early 1995, the IOM appointed an expert committee to carry out a short
but substantive review of existing data about the U.S. physician supply, to identify
positive and negative implications of the possible mismatch between supply and
requirements in coming years, and to lay out possible options for addressing any
perceived problems. Three principles guided the committee's deliberations.

* First, the nation should separate national workforce policy for graduate
medical education from the service delivery needs of selected parts of the
health care system.

* Second, long-term physician workforce policy should be driven by
aggregate requirements nationally, and meeting those requirements should
be cued more to the output of U.S. allopathic and osteopathic schools than it
is today.

* Third, opportunities in the United States for careers in the healing arts, such
as medicine, should be reserved first for graduates of U.S. schools.

'Professor of Health Policy and of Surgery, and Senior Vice President, University of Virginia
‘Professor of Medicine, Tulane University
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Summary of Findings and Conclusions

Most studies of the adequacy of the physician workforce for the past 15
years have concluded that the United States already has or will soon have an
oversupply of physicians, generally characterized as a large surplus of mostly
nonprimary care specialists and either a shortage or relative balance in the supply
of primary care physicians.

In 1970, the United States had approximately 300,000 active physicians
(both allopathic and osteopathic), or a ratio of about 150 physicians per 100,000
population; in 1992, the respective figures were nearly 630,000 and 245.0, which
represented an increase in the physician-to-population ratio of about 62 percent.

One important number involves active physicians in patient care (excluding
those in training). In 1970, the figure was 222,657, with a physician-population
ratio of 109.2 per 100,000; two decades later, the number was 461,405, giving a
ratio of 180.1 physicians per 100,000 population in that year (an increase in the
ratio of about 65 percent).

These figures can be interpreted in light of a landmark report in 1981 on the
adequacy of the U.S. physician workforce from the Graduate Medical Education
National Advisory Committee (GMENAC). GMENAC concluded that the nation
could expect to have a surplus of physicians would grow from 70,000 physicians
in 1990 to 145,000 by the year 2000. Clearly, by the mid-1990s, the nation was
well on its way to surpassing the GMENAC predictions.

* Graduate medical education (GME) plays a significant role in U.S.
physician supply because, following graduation from medical school,
doctors in graduate training (interns, residents, and fellows) provide
considerable patient care and because GME is the necessary pathway to a
medical career. More than 99,000 physicians were in graduate training in
1992. Since 1988-89, the numbers have increased steadily at about 4
percent per year,

The number of U.S. medical graduates (USMGs) in GME training has
remained stable since the early 1980s, but between 1988 and 1993, the number of
IMGs in residency or fellowship training dramatically increased by 80 percent
(from 12,433 10 22,706). As many as 75 percent of the FNIMGs who take their
residency training in the United States will remain in, or shortly return to, this
country to practice. In short, the issue of the long-term match between the supply
of physicians in this country and the expected requirements for physician services
cannot be addressed without consideration of the role of GME and the role of
IMGs within GME.

Relationship of Physician Supply to Key Elements of the Health Care System

¢ The temptation to argue that an ever-increasing physician oversupply will
have a beneficial impact on costs, access, or quality should be resisted.
Based upon our review of the data, such an assertion does not stand up to
scrutiny. Our Nation's record in addressing these issues, even with a
dramatically increased supply of physicians is far from adequate. For
example, an abundance of physicians has not so far and by itsef will not
solve the problems of maldistribution by geographic area or specialty; only
targeted programs will.



15

+ Having far more physicians than needed to meet the nation's requirements is
a waste of some of the federal resources currently spent on physician
graduate education, and it may also be a poor personal investment for
prospective medical students.

+ The current use of very large numbers of IMG trainees here lowers
opportunities for able young persons from the United States to enter the
medical profession, particularly underrepresented minorities and women,
and some might argue that it also deprives the citizens of other nations of
their own talented youth.

Strategies for Addressing Physician Supply Issues:
IOM Recommendations

I. Freeze the Output of Physicians from U.S. Medical Schools

Specifically, the committee recommends that no new schools of
allopathic or osteopathic medicine be opened, that class sizes in existing
schools not be increased, and that public funds not be made available to open
new schools or expand class size.

1. Revamp Graduate Medical Training

The present system of Medicare reimbursement for residencies through
direct and indirect medical education (DME, IME) payments is a major incentive
for teaching institutions to keep their numbers of residency positions high and
expanding. The committee recommends that the federal government reform
policies relating to the funding of graduate medical education, with the aim of
bringing support for the total number of first-year residency slots much
closer to the current number of graduates of U.S. medical schools.
Specifically, the committee believes that the government limit the number of
GME positions that it funds through the Medicare program and that this limited
number of residency positions should be available first to physicians who have
graduated from U.S. medical schools.

III. We Recommend Replacement Funding for Some IMG-Dependent
Hospitals

Payments for GME should be decoupled from those related to the demand
for health care services. The committee was very aware, however, that for a small
number of hospitals (around 77 of 6,000 hospitals in the nation), severe reductions
in IMGs in residency slots would constitute a particular hardship for care of the
poor, particularly in the nation's inner cities.

The committee believed that policymakers and the professions must not
ignore these service responsibilities. Therefore, the committee recommends that
the federal and state governments take immediate steps to develop a
mechanism for replacement funding for IMG-dependent hospitals that
provide substantial amounts of care to the poor and disadvantaged.
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IV. Data Collection and Information Dissemination

The kinds of steps recommended up to this point could have unanticipated
consequences for solving the physician supply problem; moreover, the U.S.
physician supply is a moving target, and additional steps may be needed. Thus,
the committee offered a pair of recommendations on data collection and research.

The committee recommends that the Department of Health and Human
Services, chiefly through the Health Resources and Services Admiuistration,
regularly make information on physician supply and requirements and the
status of career opportunities in medicine available to policymakers,
educators, professional associations, and the public. The committee further
recommends that the AMA, the AAMC, the American Osteopathic
Association, the American Association of Colleges of Osteopathic Medicine,
and other professional associations cooperate with the federal government in
widely disseminating such information to students indicating an interest in
careers in medicine.

In addition, The committee recommends that the Department of Health
and Human Services provide the resources for research on physician supply
and requirements; it specifically recommends that relationships between
supply and health care expenditures, access to care, quality of care, specialty
and geographic maldistribution, inclusion of women and people of color, and
other key elements of the health care system be studied in detail.

CONCLUDING STATEMENT

In summary, the United States now has an abundance of physicians, and is
on track to a clear surplus. If policies remain unchanged it definitely will, soon,
have a real oversupply. The precise size of that surplus will depend on several
unpredictable factors: the extent to which managed care dominates fee-for-service
arrangements; technological breakthroughs; the changes that may occur in the
production of U.S. medical graduates; changes in the financing for graduate
medical education; and so forth.

The 10M committee concluded that the probability of an appreciable
surplus of physicians was high enough that steps need to be taken now, since the
educational pipeline for physicians is so lengthy.

Thank you, Mr. Chairman. Again, Dr. Vanselow and I appreciate the
opportunity to present the results of our study, and would be happy to answer any
questions you or Members of the Subcommittee might have.
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In Summary...

A brief report from the Institute of Medicine

The Nation’s Physician
Workforce: Options for
Balancing Supply and
Requirements

As the twenty-first century draws near, the
size and composition of the U.S. physician
workforce trouble both health professionals and
policymakers, particularly because of the radical,
rapid, and unpredictable transformation of the
health care delivery system now under way. Three
questions are paramount:

1. Is there an aggregate physician surplus?

2. Ifthereisasurplus, whatis its likely impact
on cost, quality, access to health care, and the
efficient use of human resources?

3. What realistic steps might be taken to deal
with any surplus that exists?

An Institute of Medicine (IOM) committee
(see over) examines these questions and reports in
The Nation’s Physician Workforce on strategies
for achieving a better balance between overall
physician supply and requirements.

Key Conclusions

+ The nation has an abundant supply—indeed,
possibly a surplus—of physicians today.
+ Because of increases in the numbers of phy-

persons from the United States aspire to medical
careers.

+ The 4% annual growth n the number of
physicians in residency training comes primarily
from the influx of ever-increasing numbers of
international medical graduates (IMGs).

+ The entry into practice of large numbers of
IMGs reduces opportunities for domestic youthto
enter the medical profession and deprives other
nations of their own talented youth.

Principal Recommendations

+ Do not open new medical schools, increase
class sizes in existing schools, or make public
funds available to open new schools or expand
class size.

+ Reform policies tor funding graduate medi-
cal education; reduce the number of funded first-
year residency positions to bring it more n line
with the number of graduates of U.S. medical
schools.

« Provide replucement funding for IMG-de-
pendent hospitals that deliver substantial amounts
of care to the poor and disadvantaged.

+ Make information on physician supply and
requirements and on career opportunities in medi-
cine more easily available to policymakers, edu-
cators, professional associations, the public, and
students indicating an interest in careers in medi-
cine.

- Conduct research onthe impact of physician

sicians in training and entering prac-
tice each year, future supply will be
excessive regardless of the structure
of the U.S. health care system.

- A physician oversupply may
have no beneficial effects on costs,
access, or quality.

- Large numbers of able young

IOM

supply oncosts, access, quality, spe-
cialty and geographic maldistri-
bution, and inclusion of women and
people of color, because these rec-
ommendations may require revi-
sions based on changes in the
workforce and better information

about those changes.
coniinued
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Mr. THOMAS. Thank you, Dr. Detmer.

In comparing the two reports, they are not dissimilar by any
means, in a number of ways, including that they are not very bold
on the suggestions that you might be offering; and I can under-
stand that happening when you pull together a cross section in fo-
cusing on the issue.

One of the things I know you agreed on was that however you
might characterize it, as an oversupply or an abundant supply of
physicians currently, if you continue on thz same track, clearly
there will be. So, you are looking at ways to reduce the number of
residents.

If you had an option of beginning to close down some teaching
hospitals versus a kind of a fair share distribution of reduction,
which would you choose and why?

Dr. DETMER. Our committee did not specifically address that; I
think the Pew report did. But I will be happy to comment person-
ally perhaps after Governor Lamm has responded.

Mr. LAMM. Mr. Chairman, I believe that when you look at the
overcapacity of hospitals, particularly training hospitals, there are
two different issues. You did not ask about medical schools; you
asked about the training sites. Is that correct?

Mr. THOMAS. Yes.

Mr. LamM. I think the evidence is overwhelming that we have
too many hospitals in most parts of the United States, in some
areas far too many. When you look at the utilization of hospital
beds, we definitely are going to have to close some hospitals. I
think it is much better to maintain quality hospitals and have
fewer of them than to have quantity hospitals and not have first-
rate ones.

Mr. THOMAS. The problem is that if you begin focusing on where
you have the international graduates, the hospitals that they are
focusing on tend to concentrate geographically, don’t they?

Dr. DETMER. Yes, they do during their training years. Seventy-
seven hospitals by one report are dependent upon international
medical graduates, and that is a problem we think is a very high
priority. But allowing a large number of international medical
graduates who, by the way, when they come into the United States,
move in the same patterns as other American doctors—they move
to the suburbs—and number two, they go into specialties in even
larger numbers than American doctors, is a very inefficient and in
the long term, counterproductive way to solve the problem that we
are speaking of. It certainly is a problem.

Mr. THOMAS. If they in profile look like the American graduates
in terms of where they wind up practicing medicine and are even
more concentrated in specialties, what do they look like in terms
of competency? Is there a measure of that available? Do they tend
to be as competent?

Dr. DETMER. Not really. Generally, on average, they take gen-
erally what are considered to be less desirable residencies, but as
our report says, there are any number of very excellent inter-
national medical graduates who are physicians in this country.

I think the challenge is, in my opinion, not so much focusing on
that per se, but that we have record numbers of very talented
young Americans who are trying hard to get into a medical career,
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and those U.S. positions have been steady in our medical schools
for a number of years. The challenge to get more women and mi-
norities of our own population into this career is the tension in
this, and there is no question it is a real tension. And America does
have highly qualified students and very good schools.

I would like to come back for a moment to your earlier point. The
committee looked at how would we get to curing this problem, and
there were three options available to us. One would be to let the
market do it totally, one would be a totally regulated approach, and
the other would be a regulated marketplace. We came down on the
side of a regulated marketplace.

The committee feels that with all the turbulence and change in
the U.S. hospital system as well as medical schools—some of the
points that Mr. Stark mentioned as we started—there will be a lot
of change going on, candidly, inside our borders as in fact is hap-
pening with the number of hospital beds and these and other
things will be occurring. And I think the feeling, although it was
not an explicit sentiment of the committee, was that market forces
could result in downsizing as academic hospitals and medical
schools close. Despite this, we felt a need to deal with the overall
supply and give our own citizens a chance to complete their edu-
cation, because medical education is a very long pipeline.

Mr. THOMAS. We are talking about immigration, and immigra-
tion is an issue that is hotly contested in a number of areas, but
this seems to me to follow somewhat of a classic pattern of immi-
gration, and that is that the foreigners are coming in and taking
positions that would otherwise go wanting.

So my question is if in fact we begin to limit the number of resi-
dency slots more nearly proportional to the number of medical
school graduates of the United States, to what extent would those
hospitals that are now utilizing the non-U.S., international medical
graduates, as residencies, be able to pick up the American posi-
tion—would there be a match there, or would we go wanting?

Dr. DETMER. I think what we are saying is that you need to
break that connection between resident education and service re-
quirements. Break that connection, and if you have service require-
ments that are needed to meet the needs of some of those popu-
lations, use some of the moneys that you are currently spending to
overeducate ultimately a work force that goes on into the future for
an entire career; and instead pay for some care to meet access
needs.

The Institute of Medicine a couple of years ago actually advo-
cated universal access to basic health care services. That is some-
thing that our committee underscored, and we built off that rec-
ommendation.

So the point is to disconnect this education-service issue, deal
with the service issue as a separate issue, as it is for a few hos-
pitals—but use doctors who are already trained. The Institute of
Medicine recently put out a study on primary care physicians and
other primary workers, that is, both nurses as well as physician as-
sistants and such; find a way to fund and meet those service needs
for that group, but disconnect a system that then creates an entire
career of a very large oversupply of physicians.

Mr. THOMAS. Go ahead, Governor Lamm.
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Mr. LaMmM. I totally agree with that, but let me give you one ad-
ditional perspective. We are on the cusp of change. If we look in
the rearview mirror, we make a great mistake because we have
had this blank check medicine that has been labeled—you know,
there is something in medical economics called “Roehmer’s law”—
Milt Roehmer at UCLA—about how doctors create their own de-
mand. Well, that is changing now, and all of a sudden, we are
going to have a new reality. A cardiologist can hardly find a cardi-
ologist position west of the Mississippi. So there is a new reality
that doctors are understanding and I think they are going to go
into those areas that were previously unserved.

But mainly, Dr. Detmer’s point is very true. This is not a very
efficient way to solve that problem.

Dr. DETMER. And I would say the National Health Service
Corps—targeted policy programs to meet underserved areas—do in
fact work. But I do not think you do it by just simply expecting the
market to work uniformly everywhere. I think it is going to be a
combination of regulation and marketplace.

Mr. THOMAS. I understand that. If we are talking principally
about New York City, New Jersey, and perhaps Chicago, if in fact
these should not be residency slots and simply that is the way to
fund it, and they are trying to meet a need, if we were to talk
about funding it differently, wouldn’t we also probably talk about
supplying medical care significantly differently than the hospital
structure that is currently there? That opens up a whole new series
of problems about State versus Federal, who funds it, what is the
structure going to be, how do you break it down.

So I appreciated the one liner that we ought to create mecha-
nisms to fund it, but it creates a whole series of issues associated
with, all right, now that we have agreed not to fund it through the
residency structure, what do we do next? And that is just one of
the things that we all appreciate.

Governor Lamm—and I will end on this—you indicated that
Adam Smith was alive and well in the area. What is wrong with
just deciding that as policy, we obviously would conform the num-
ber of residency slots to American graduates, but then also say we
are only going to fund to the first certificate, and let the market-
place determine who goes on with loans or other kinds of appro-
priate supports. In fact, these new, emerging, integrated health
structures, if they want particular specialists, could make arrange-
ments in the marketplace with individuals who have gone through
the subsidized funding through the first certificate and figure out
a way to share those costs in specialty training beyond a 3- or 4-
year residency. Was that talked about at all in either of the group’s
proposals?

Mr. LamM. I would have to speak for myself on this because this
was not discussed in our commission, but I would think that would
certainly be a better system than the one we do right now.

Mr. THOMAS. Well, isn’t it true that almost anything we come up
with is better than the one that we have in the United States?
That is part of the problem.

Mr. LAMM. Yes, sir. But I do think that any way you can stop
the excess production of physicians, I think is in the national inter-
est.
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Mr. THOMAS. But is it a good policy to let the marketplace begin
to determine who does what, when and how, beyond that general
physician, the first certificate level?

Mr. LaAMM. Well, in California, for instance, you have some of
those large, integrated delivery systems doing more training than
anybody else. In other words, you have again a whole new training
system, so they have now a new economic interest. And under an
all-payer pool of some sort, well, I think you would have a number
of responses to fill that void.

Dr. DETMER. I am not here to speak for Kenneth Shine, president
of the Institute of Medicine, and we had a fairly delineated study
here, but I think the IOM would be delighted to entertain some re-
quests from the Committee to look at some of these policy options
in a much closer way.

We talked about a voucher as perhaps one way, but we just did
not have either the time or scope in this particular study to ad-
dress that.

I think that actually, we could offer you some further advice, but
it went beyond this particular study.

Mr. THOMAS. Thank you both very much.

Mr. Stark.

Mr. STARK. Thank you, Mr. Chairman.

I would like to just restate that for I think at least 10 years, I
have been perplexed as to why medical education ever got into the
Medicare system to begin with.

Research shows that it was added at the last minute because the
hospitals and the doctors said, “Oh-oh—who is going to subsidize
education?” and Mr. Mills and others tossed it in without any
thought or any reason as to why Medicare and the seniors’ health
care system should fund or subsidize medical education—not to
suggest that perhaps it is not in the Federal interest to do it, but
it has grown up in the Medicare system with no rhyme or reason.

The questions that you raise really just create more problems. In
other words, I have yet to meet a resident who does not say he or
she is working 80 hours a week for very little money, in a hospital
that would tell me that they are slackers and not actually provid-
ing an economic benefit to the hospital.

So perhaps, if we are going to close a bunch of hospitals as a re-
sult of the change, the problem will take care of itself. Some teach-
ing hospitals will close in proportion as others do.

I do not see the problem with U.S. citizens finding a job. There
is a shortage of jobs for graduates in English; very few tenured po-
sitions for English professors in this country, but nobody has been
so homophobic as to suggest that we would restrict those jobs to
U.S. citizens—or xenophobic, excuse me.

There are some problems. HMOs, for instance, do not collect
money basically for graduate medical education, and they do not
send any patients to Centers of Excellence because it is cheaper to
send them to general hospitals. It has been suggested that we not
pay any GME money to the HMOs in their capitated payment, and
put that into a trust fund. I have no trouble with that.

There is a variation. From the 25th to the 75th percentile, to
compare the variation, hospitals collect between $58,000 and
$102,000 per resident. Now, they only pay those residents $35,000
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to $41,000. So the guy who gets $58,000 only pays him $35,000; the
guy who gets $102,000 only pays him $41,000. There is a little
spread there.

I guess that I would say someone, whether it is the Medicare sys-
tem or the Federal, might pay hospitals a subsidy based on hos-
pital revenue or patient days. It makes no sense to me to pay—as
Governor Lamm has suggested, if you get more per resident, you
are going to rush out and get more residents. There is no sense
doing that. We pay under disproportionate share an increase in the
revenue. That makes a little sense. People are not going to rush
out and get more poor people just to raise their disproportionate
share payment.

So this is kind of a “one shoe on and one shoe off” report; on the
one hand, you want to go into letting the free market decide, and
on the other hand, you have an awful lot of those foreign graduates
who are U.S. citizens or are legal residents. I am very reluctant to
start picking and choosing, whether it is educating children or pro-
viding welfare benefits or anything else, between those people who
have been here long enough to pass their citizenship test and those
who are here legally, paying taxes, serving in the service, doing ev-
erything else, but do not happen to be citizens. I am not sympa-
thetic to that.

So my guess is that the medical profession and the hospitals
have a problem. It should not be solved by Congress. We might find
a better way to subsidize them more fairly, but I think we should
stay out. I do not think we should be in there, deciding whether
engineering schools should bring more chemical engineers, or more
life science engineers to speed up genetic research, or more history
teachers. That is something that is not purely market; some of it
is choice, personal choice in professions. I think we should stay out.
Pay whatever subsidy it is determined in the public’s interest we
should to foster education and research in the field of medicine or
space exploration, if you choose, and let the chips fall where they
may, and let the graduate medical students take care of it.

As [ say, the report raises some questions and not many an-
swers, and I think we would just continue to do a spastic job of
subsidizing. I do not think it is to anybody’s detriment, but I think
we would solve this problem by having less distinction as to how
we distribute the funds and deciding how much should be passed
out in general subsidies.

That is a long-winded statement, and if the Chairman would in-
dulge me a minute or two, I would like to hear a response.

Mr. THOMAS. Of course.

Mr. LamM. Congressman Stark, there are not a lot of public
funds in training English majors, and the market really does de-
cide. The problem that we are raising is that you in Congress are
funding with public funds, training in a profession that the market
is signaling us very strongly is in oversupply.

Mr. STARK. I raise the question of oversupply. Maybe the doctors
are not getting as much money as they want. That is not over-
supply. We have many areas where there are no doctors, and the
people are telling me there are too few primary care doctors. That
is not something that we should be
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Mr. LaMm. Between 1982 and 1992, we increased the number of
physicians in the United States by 100,000, and the number of un-
derserved areas increased. In other words, training additional phy-
sicians to deal with that problem of undersupply in rural areas and
inner cities has never worked in this country. As Dr. Detmer says,
you need focused programs like the National Health Service Corps.
Put some more money into the National Health Service Corps.

Mr. Stark. OK. Do you want us to cut money out of training,
generally?

Mr. LAMM. I guess what I think we were trying to——

Mr. Stagrk. I do not want to do it by just saying we are only
going to do it for citizens, or that we are only going to do it for
white folks and not other folks.

Mr. LAMM. Wait 1 minute, wait 1 minute, Congressman. Why are
we taking doctors from other parts of the world that desperately
need their doctors and

Mr. STARK. For the same reason we are taking lawyers from
other parts of the word, and engineers, and computer program-
mers—because they offer something that people want; there are
slots in these hospitals, and the hospitals want them. Why should
I get in the way?

Mr. LaMM. Because we have got every evidence—as Dr. Detmer
says, going back to 1981, you look at the GMENAC report, you look
at the Macy Commission report, you lock at PPRC and COGME’s
reports—every one of these groups warned Congress that you are
training too many physicians, and you continue to bring in inter-
national medical graduates, number one, and number two, fund the
production of-

Mr. STARK. I do not bring them in. They are here.

Mr. LaAMM. Yes, sir, you do bring them in.

Mr. STARK. I do not bring them in any more than I bring in law-
yers.

Mr. LaMM. Yes, sir, you do bring them in. This is how you are
bringing them in—by spending $6 billion on graduate medical edu-
cation and paying for international medical graduates.

Mr. STARK. The school pays for them. We do not.

Mr. LAMM. But they do it with your money. They do it with your
money. They do it with your money.

Mr. STARK. Well, they do a lot of things with our money, Gov-
ernor, but my point is many of these people are highly skilled and
are desirable.

Mr. LamM. But we do not need them. We do not need them. And
in fact, | would like to clarify-——

Mr. STARK. We do not need lawyers, either.

Mr. LaMM. You are right. I agree. Let us do both. Let us work
on both.

Dr. DETMER. As I heard it, I am not sure that——

Mr. THOMAS. Do I hear a third profession?

Dr. DETMER. I would like to repeat if I could the recommendation
because I am not sure it was, as I heard it, at least, interpreted
correctly.

We did not in fact say bring the number down to exactly the sup-
ply of U.S. graduates. We said we need to bring it down closer to
the current output of U.S. graduates. We are at something like 145
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percent of U.S. graduates right now, and we did not come to 110,
which COGME had said; we just said we ought to move in that di-
rection.

So 1 think the point, as I see——

Mr. STARK. Doctor, where does the oversupply come—do the hos-
pitals have too many residents, so they have them sitting around
playing cribbage while they wait for their chance to get in the oper-
ating room, or is it after they get out of their training, and the
other doctors do not like the lower-priced competition that may
come into the market?

I have seen no evidence that in the medical schools, there is an
oversupply of residents; is there?

Dr. DETMER. This year, there is a recent report that just came
out in the New England Journal of Medicine that said about 10
percent of specialists coming out, U.S. graduates, now are having
difficulty finding a job.

Mr. STARK. That is all I asked. Is there an oversupply of resi-
dents?

Dr. DETMER. No, no. I am saying they have finished their train-
ing and are now going out to work.

The point is—and I think this is a question, and you folks, it is
your job, clearly, and it is a policy question—the educational pipe-
line for a doctor is very, very long, and it only really prepares you
to practice medicine; it is not really a great entry career to another
line of work. The average graduate of our school—

Mr. STARK. You can talk to Columbia Hospital Corp.

Dr. DETMER. The average graduate comes out of medical school
with a $50,000 personal debt on average. So again, I am saying you
need to decide——

Mr. STARK. That is bargain debt. I will buy all of that debt if you
will give me the increase in your average earning over the increase
of an engineer, and I will make a lot of money. That debt thing
falls on deaf ears.

Mr, THOMAS. The gentieman’s time has expired.

Does the gentlewoman from Connecticut wish to inquire?

Mrs. JOHNSON. Thank you, and we welcome your testimony and
the very important work that you have been doing.

1 do not know whether you have been tracking the current ac-
tions in the health care market, the hospital mergers and the
mergers in the making, but you are absolutely right that without
government controls, it is happening at a pace we frankly never
imagined possible.

Given that pace, I guess I am a little more reluctant than I was
6 months ago, to try to manage it. Have you looked at it closely
enough, and particularly the deals that are in the talking stages,
to have any opinion on whether or not these mergers are going to
reduce the number of residency slots so that they are far closer to
the number of U.S. graduates? If that begins to happen, then the
competition for the slots in the inner-city hospitals is going to be
keen, and we will not have to make special programs to get resi-
dents into those slots. We may still have a maldistribution problem
nationwide, but if there are indeed 10 percent who are having a
hard time finding a job, the word is going to spread: Do not bother
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to get that extra specialty training. Get out there, with lower debt,
and plan to get out in a lower-cost section of the country.

To what extent do you think the market is going to reduce the
number of residencies so that they are closer to the number of U.S.
graduates, and to what extent is the market going to drive people
to be better allocated throughout the Nation, both in terms of the
inner-city hospital problem and in terms of the rural physician ac-
cess problem?

Dr. DETMER. Candidly, I think the data is not what you would
really like to see to really, truly respond to that question. That
data is not yet there. We have never faced something quite like
this. So the problem is that it is really tough to project what will
happen.

Mrs. JOHNSON. But when you look at the pace of just the talk
of what is going on in Boston and in Chicago and in New York,
might it not be wise to wait for 1 year?

Dr. DETMER. Well, as I said, the whole question that I think you
need to consider is that medical education is an extraordinarily
long process, and if we have been producing for over a decade phy-
sicians at 1.5 times the growth rate of the population, you know
you are going to have a problem even without any change. The
issue is whether an over-over-oversupply is better than a relative
oversupply in all of this, and honestly, the data are not there.

Mrs. JOHNSON. [ am a little reluctant to focus on the oversupply
to the extent that I felt it was a problem 6 months ago, because
when you look at what is happening in the market, the real prob-
lem may be oversupply of highly specialized trained individuals.

That is why our proposal to offer a lower subsidy for second-level
certification which started out as a proposal to offer no subsidy at
second-level certification, I think looking at how much subsidy we
should provide for various levels is probably the best thing we
could do right now, combining that with some right of citizen pref-
erence for available slots, requiring foreign medical graduates to
return to their native countries for at least a period of 5 to 10
years, and subsidizing certification at varying levels would help to
begin to discourage the superspecialization that is going on now in
terms of the numbers of those people and discourage foreign medi-
cal graduates from staying in America, which a large proportion of
them do not.

Would those kinds of measures be enough at this time, while we
get t};e data on what is happening to the number of residency posi-
tions?

Mr. LaMM. Could I add one more to that? First of all, that is defi-
nitely a big part of the problem. One of the problems we have is
maintaining quality programs, and if you would give the residency
review committees of ACGME—if you would give them the power
to be able to close down some less effective residency programs—
and if you would just allow them some protection from the FTC to
be able to rationalize the system a little bit, that would be a very
valuable addition. At present, the residency review committees do
not have enough power to close programs in oversupplied special-
ties.

Mrs. JOHNSON. Governor Lamm, when you look at what is hap-
pening in New York and Boston, where you do have high-quality
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programs working together in a different way, in the end, I think
you are going to see a merging of programs.

1 am not yet convinced that quality is an issue. I am not con-
vinced that the market is not folding the weaker educational pro-
grams into the stronger educational programs. I am not aware of
any instance in which it looks like the weaker educational program
is winning the race because it is part of a stronger, economically
viable hospital. Do you see what I mean?

Mr. LaMM. I am a public member of the ACGME and I think
that we can give you instances of—

Mrs. JOHNSON. Well, any thoughts that you might have about
steering that or maybe just relieving FTC—I do think we have a
public interest in the quality programs, the stronger programs,
being the ones that survive this merger process.

Dr. DETMER. I really appreciate your question, and I will need
to think about it, but I would be delighted to try to get some re-
sponse back to you.

Mrs. JOHNSON. Thank you.

Thank you, Mr. Chairman.

Chairman THOMAS. Thank you.

Does the gentleman from Louisiana wish to inquire?

Mr. McCRrERY. Thank you, Mr. Chairman, and thank you, gentle-
men, for your testimony.

Governor Lamm, in your opening remarks, you particularly
talked about the difficulty of reconciling market forces with govern-
ment input. I share that frustration, but you did not really give us
any answers explicitly, and I am wondering—we, at least on this
side of the aisle, in trying to craft a Medicare reform proposal, tried
to look ahead and envision a time when the government would
have less influence on the market than it does now. And I would
certainly like to arrive at that. I am not sure we can, though,
- frankly. But I would be interested if you all have thought about the
training system in this country absent the current system, absent
the government input. How would you construct it if you could just
start anew? Give us some idea of the framework.

Dr. DETMER. I think that—and this is begging the issue—but
that is a very central question, and in fact the Institute of Medi-
cine, the American Association of Medical Colleges, the Association
of Academic Health Centers all have study groups funded by a va-
riety of foundations to really look at that very central question be-
cause it is very important.

These organizations are complex, the academic health centers;
they meet a lot of different needs—research as well. They give at
least 40 percent-plus of the uncompensated care in this country.
There is a whole raft of very critical and valuable goods that come
out of this fairly small number of organizations.

So the issue is how should they in fact position themselves best
in the public interest at this time. What can the market do, what
should the market do, and what are the Federal and State roles as
relates to this are absolutely immediate issues, and there are in
fact groups working on that. I would anticipate that in 6 months,
we would be able to at least tell you some things.
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Mr. McCRreRY. Well, since it looks like we are not going to be
able to get major reform this year, we have 6 months, and we
would be glad to entertain that when you get it.

Mr. LaMM. But Congressman, do not overlook what all of these
groups do agree on, and that is reducing the number of residency
positions to 110 percent of U.S. medical graduates. That is one rec-
ommendation in every report that has looked at physician supply.
So in spite of our inability to answer your more cosmic question,
which is a central question, do not overlook the fact that we have
come up with some very important first steps.

Mr. McCRERY. You have come up with some first steps not whol-
ly dissimilar from some of the recommendations we made in our re-
form effort. However, there are some questions that remain, and let
me just ask a couple of those.

Mr. Thomas, for example, posed the question that you never an-
swered, of these underserved areas—and I am speaking of rural
areas as well as inner city—which seem to be able to attract for-
eign graduates but not American-born graduates. He asked what
happens if you take those foreign graduates away; who is going to
fill those slots in those underserved areas? And you said well, put
more money into the National Health Service Corps. It is fine to
provide subsidies to individuals to get care and get access to care,
but if there are no providers there to give the care, they do not
have much access.

Dr. DETMER. The National Health Service Corps was at one point
when it was receiving funding, doing really, by a lot of people’s
views, a good job for the investment. So we have had some experi-
ence with programs that you can in fact, in a targeted policy way,
truly start addressing access in a much more precise and candidly,
I think, a much more cost-effective manner. But Governor, you may
want to add to that.

Mr. LAMM. Again, we are in a point of transition, and my answer
to the Chairman was that with a combination of the National
Health Service Corps and the new operation of the market, all of
a sudden you have a dose of reality therapy hitting the medical
schools. All of a sudden U.S. medical graduates are considering
practicing in rural areas and other places where they never looked
before. You cannot look too far into the past because we have had
this open-ended system. So there are only two answers, and they
are inadequate, but at least they are a start. One would be the new
realities that medical students are facing, where all of a sudden
they are looking at new places that they never looked before, like
underserved areas, and second is to provide some additional money
to the National Health Service Corps.

Mr. McCreRY. Thank you.

Thank you, Mr. Chairman.

Chairman THoMas. Thank you.

Does the gentleman from Washington, Mr. McDermott, wish to
inquire?

Mr. McDERMOTT. Thank you, Mr. Chairman. I am glad you are
having this hearing. I do, however, disagree with you. The first
rule of the Hippocratic oath is “Above all things, do no harm.”
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It is possible to make this system worse, and I think we have got
to be careful in how we move forward. And I would like to pose a
question to both of you.

You both emphasized the depth and the length of the training
program. I would suggest to you that the average student debt at
the University of Washington Medical School among graduates who
take loans is $75,000 when they leave medical school. Students
look at specialties in terms of how are they going to pay off that
debt. If you are 25 years old, going out into the world $75,000 in
debt or, as one young woman medical student from George Wash-
ington, who was in my office and who is president of a student
medical association, and is $150,000 in debt, you look at a specialty
as a way of paying that off, and you look for a training program
which will help you specialize. And the whole of our system has
been directed by how do you pay off the debts you accumulate.

When I graduated from medical school in 1963, I was $500 in
debt. So you can see what has happened to medical students be-
tween now and then, and I think it is a much larger factor than
people really want to admit.

There is another factor that I would add in here. When I grad-
uated from medical school, I had a 2-year obligation to this country
which was called military service. Now, because of the Vietnam
war we eliminated all of that mandatory military service. But first
I would like to know was there any consideration in either one of
your committees of a requirement that physicians serve the na-
tional interest for 2 or 3 years, as is done in many other countries,
as a way of dealing with this underserved population question.
That is my first question.

But my second question is a more complicated one, and it ad-
dresses something happening already. The managed care compa-
nies are now approaching medical schools at the medical school
student level to make agreements with them so that they can begin
training students in the managed care philosophy of how medicine
should be practiced and actually enlisting them in the health main-
tenance managed care organizations at the beginning of medical
school so they have got them trained exactly as they want them
when they graduate.

That is happening already in New York. I know of a medical
school there that already has been approached by one of these
managed care organizations. I wonder why you do not trust the
market to reduce the number of doctors. Why isn’t that the solution
that Mr. McCrery and Mr. Thomas are talking about? Let the mar-
ket do it. Let the managed care companies buy the medical stu-
dents right at the beginning, train them the way they want, or else
go to a government where we require students who come out of this
program to serve 3 years somewhere—in Littleton, Colorado, or
someplace where there is nobody who wants to go into practice—
maybe Littleton is not the right place, but I can think of maybe
Gunnison or someplace like that. Those kinds of places, you are
only going to get somebody there if they are required to go there
or if they figure they can pay off their college debts one way or an-
other. You are not going to go out to rural Montana making
$30,000 under the WAMI Program in the State of Washington if
you are not going to be able to pay your debts.
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So the issue is more complicated than just let us eliminate all
of the foreign medical graduates. If you took all 40,000 Indians who
practice medicine in the United States and sent them back tomor-
row, the problem would not be fixed.

So 1 think it is a red herring to focus on that one part of it, and
I would like to hear your response.

Dr. DETMER. I think that the IOM committee did not speak to
the obligatory national service notion. I did my time at NIH, as it
turned out, and was quite proud to do that. Personally, I think that
that is a very sound idea. I think that if the public is directly in-
vesting to help underwrite these costs of education, this lengthy
and expensive education, then that is not an inappropriate option.

I also think, though, that we still need to have some element of
all-payer contribution to an educational trust fund that also then
helps support some of that as the tradeoff, so that indeed you do
not have somebody with a $120,000 debt, and candidly, only the
rich then can go to medical school.

The other side of this I think is important, the point you made
about managed care essentially creating a variant of a voucher sys-
tem, really, by approaching the students and assuring them
through the rest of their training and into a job.

So from that perspective, I think that that kind of thing in fact
may well be a part of the way to both help us reform some of our
education to a little more what practice is moving to, making edu-
cation, actually, somewhat more appropriate, but at the same time
will help address part of this issue. It does not deal with the inter-
national graduate who trains somewhere else in medical school and
such, but it certainly deals, I think, with a component of our own
issues.

Mr. LAMM. We thought the enlarging of the National Health
Service Corps would do exactly what you say. In other words, we
saw that as one——

Mr. McDERMOTT. That is a voluntary thing. I am talking about
saying you must serve 3 years in the national interest.

Mr. LaMM. Yes. Speaking only for myself, who served in the
Army, I would agree with that. I am very intrigued with the Na-
tional Service Corps.

But if I could just speak for a moment about the human side of
this. In other words, the international medical graduate is a major
problem and it is not xenophobic to acknowledge this problem. It
is simply recognizing that we are training too many doctors among
our own citizens and that a nation ought to train its own citizens
first. Furthermore, training large numbers of international medical
graduates in the United States is really not doing any good to those
sending countries, who often desperately need their doctors. Nor
are our interests served by an oversupply of physicians in the Unit-
ed States.

Dr. John Eisenberg talks about the human side of training too
many doctors. He says:

In the meantime, thousands of young physicians will have wasted their time and
several years of residency to learn skills they will not use and will be forced to enter
practices for which they have been poorly educated or will need to recycle them-
selves to become adequately trained in a specialty that is more in demand. Training

young physicians in hospitals that want immediate services, but in specialties where
career prospects are bleak, is a professional variant of a species eating its young.
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Those are very strong words, but I agree with him. I see a whole
bunch of idealistic young medical students at the University of Col-
orado who are going to get out into a glutted market, trained in
specialties that are in oversupply from the moment they graduate.

Mr. McDERMOTT. May 1 just offer, with the Chairman’s indul-
gence—the University of Washington under the WAMI Program
turns out 62 percent of its graduates into primary care. It can be
designed at that level. If you see no alternative to it, you have got
to do it. Essentially, Wyoming is now wanting into the WAMI Pro-
gram. Their legislature is poised to vote to join the WAMI Program
to train physicians, and if they are trained in a rural area, they
will proceed that way. The question is whether or not you think the
government is the best one to do that through something like the
WAMI Program, or is the private sector through the managed care
operation going into the medical schools, estimating what they are
going to need in 20 years, and training people for those positions
in advance.

You tell me the quality, Dr. Detmer, and which doctor you would
want to go see—trained by the medical school under a public pro-
gram, or trained under a managed care operation through having
bought the Cornell Medical Hospital in New York City, and away
we go.

Dr. DETMER. Well, that is certainly projecting forward. I was vice
president for health sciences at Utah for 4 years, so I am very fa-
miliar. I think those programs have an awful lot to be said for
them. It is also true, however, that the students—that is why one
of our recommendations is let us make sure we have valid, reliable
information out there so that young people do know what they are
getting into because we are starting to see, for example, an awful
lot of our students now moving preferentially in the last couple of
years, fairly dramatically shifting toward generalist programs and
such.

So I think it is a combination of things, but clearly, having valid,
timely data is absolutely important if a market is to work.

Chairman THOMAS. Thank you, but I do say—although that is an
impassioned statement—that oftentimes it is not only what they
want to do, but it is where they want to do it, and that gets back
to the maldistribution question. Some kind of payment back to soci-
ety for this wonderful training in which society has an opportunity
to indicate that service would be better rendered here rather than
there would go a long way toward making sure these people have
a place to practice, rather than where they want to practice, at
least for the amount of time they pay back the debt to society. I
do not think you are going to find much quarrel with that on the
Committee.

Does the gentleman from Nebraska, Mr. Christensen, wish to in-
quire?

Mr. CHRISTENSEN. Thank you, Mr. Chairman, and I will make
my questions short so Mr. Ensign can get in before we go to this
vote.

Among the things that the law schools have been doing in Ne-
braska is they have purposely reduced, gradually and on a vol-
untary basis, the number of admittants. I think the medical schools
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have a duty, more than just this first step that we have talked
about here, to do the same.

I know you have stated that it is the Congress that holds the
purse strings here and that it is almost our responsibility, but I
think it is a shared responsibility. If you look at what the Nebraska
University Law School has done, they have brought 170 graduates
down to 120 in terms of enrollees. I think that is more than just
an important first step. That is a major voluntary reduction that
I believe the medical schools need to start following.

I do question one thing in your statement, Governor. In an ex-
change you had with Congressman Stark you said we do not need
the foreign medical graduates. My father passed away about 1
month ago. He was in an underserved area of greater Nebraska,
and his life was extended because of a young graduate from Turkey
who was an oncologist at Grand Island-St. Francis Hospital. They
could not get any oncologists to come to Grand Island, but this
young man did, and I will be forever grateful for the fact that he
came and was able to give my father the kind of care that he need-
ed.

I think I would share Congressman MecCrery’s concerns about
getting American-born graduates to these underserved areas. Is
there a way, in a regulated marketplace—which you have stated is
the route we should follow—for us to do that, because I am not
sure it is getting done now without the foreign medical graduates.

Mr. LAMM. You are right. It is not getting done now. And I think
if you look to the past, you are absolutely right. International medi-
cal graduates have done a wonderful job meeting a very desperate
need. If I could leave anything carved over the State Capitol, how-
ever, it would be something like beware of policies that were appro-
priate to the past but are unfortunate or disastrous to the future.
I think that that is really what you are saying, that they have done
a wonderful job, and whether it is Bob Dole’s Armenian doctor or
whether it is your father’s doctor, you bet. That is not a personal
statement. But when you look ahead, and you see the coming over-
supply of physicians, you ask yourself: Shouldn’t we train people
from Nebraska and Colorado before we train somebody from a for-
eign country? That would be number one.

And number two, just allowing a large number of international
medical graduates to train in the United States who, as soon as
they do their short period of time and get into this country, then
move to the suburbs; they come down to Denver; they leave Ne-
braska and come down to Denver. Let us not shoot with a shotgun;
let us shoot with a rifle here and find a program that will keep
physicians in those communities over the long term.

Dr. DETMER. I am also grateful that your father got care, and I
am disappointed, candidly, that in a shared responsibility way, we
have not met more of the access needs of our population in this
country, and I think all of us must continue to focus and work on
that. I really want to underscore that.

Our own school, for example, is decreasing its specialty slots
starting this year by 10 percent, and I think we are clearly having
to do that, but want to do that and see that that is our responsibil-
ity as well.
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I am delighted, actually, that we have had this opportunity to
have this sort of discourse because these are tough issues, tough
questions, but they clearly are our questions for our time, and I
think we do need to address not only the cost issues but the quality
and the access issues.

Thank you.

Mr. CHRISTENSEN. Thank you. Thank you both for testifying.

Mr. Chairman.

Mr. ENsIGN [presiding]. I will go ahead and question until I have
to go over and vote. I just want to engage in a little colloquy with
you about this whole process. I have heard some good ideas coming
from both sides today.

It seems to me that if you are going to allow more free market
decisions to be made instead of just the government, that first of
all, the money should follow the resident, instead of just going to
a specific school. That would seem to me to be a fundamental
change that absolutely has to occur.

Second, as a matter of fact, in veterinary school, of which I am
a proud graduate, we had a program in the State of Nevada where
the State of Nevada subsidized your education to be able to go out
of State because we do not have a veterinary school. But then they
required you to come back to Nevada to practice for 3 out of the
first 5 years. I think it is entirely appropriate, as colleagues over
here have said, that if the government is subsidizing you in some
way, then it is entirely appropriate for the government then to ex-
pect something of you.

And I think that if we can design a system that says here is
money for x amount of residencies, but attached to these
residencies is a requirement to serve underserved areas for x
amount of years. It is pretty easy to put a pencil to how many we
need in the inner cities, how many doctors we need, at what levels
we need them in rural areas, and you say OK, we need x amount
of primary care physicians to serve rural areas, and there is x num-
ber of primary physician residencies that we are going to subsidize
at this level, maybe help them a little bit with their loans or what-
ever we are going to do, but you are going to be required to serve
3 or 4 years in this rural area.

Could I hear your comments on that?

Dr. DETMER. Well, I think your first comment about the concept
of a voucher that follows the student was again something that we
saw as very promising and definitely deserving further study. We
did not get further than that, but we absolutely got that far.

And then, second, I think the idea of——

Mr. ENSIGN. You sound like you are running for office, by the
way, by not taking a firm stand—I am just kidding.

Dr. DETMER. The second item, 1 think we have already com-
mented on, and that is that some sense of public service that is re-
quired and mandated, I think if it is structured properly and fund-
ed properly really is very sensible, and I think could be quite help-
ful.

Mr. ENsiGN. OK.

Mrs. JOHNSON [presiding]. Thank you. While the Chairman is
voting, I am going to continue with questions.



34

We spent a lot of time talking about the 110-percent rec-
ommendation, but the difficulty with implementing that is that you
have to couple it with a variety of involvements by the government
to see that you allocate more slots to the quality programs than to
the lower quality programs. In other words, if you allocate the 110
slots across all the existing programs, I am not sure that that is
the best way to downsize the system. If you are going to allocate
them differentially based on quality, then you get another whole
level of involvement and evaluation at a time that I think may not
be appropriate; in a sense, the market is already doing that evalua-
tion, and programs are merging.

So one of the problems with the 110 percent is that it is the right
goal, but I am not sure whether we should implement it or whether
we should see what the market is doing and what progress it is
making toward that goal on its own, because it is difficult to allo-
cate, and it is particularly difficult to allocate as things are moving
and changing. We looked at just allocating it in the Boston area at
the time we were looking at this, and things were changing so rap-
idly. We could have in a sense overstocked with residents programs
that eventually merged and did not need all of those slots.

So I am concerned about the implementation of some of the poli-
cies that you recommend that I actually agree with, and I wonder
what your thoughts are on delaying implementation of those poli-
cies to see how much the market is going to do and what, really,
our role ought to be in preserving the quality programs, if any.

Mr. LamM. Let us say you would wait 3 years and with the exist-
ing amount of money. Would you not have a substantial increase
in the number of international medical graduates under your—I
mean—-—

Mrs. JOHNSON. Well, if you have a decline in the number of insti-
tutions and the number of training programs, which I think is in-
evitable when I look at what is happening in Boston and New
York, I am not sure that you will not have a decline in the total
number of slots.

Mr. LaMM. But why are you spending public money, then—the
$6 billion in GME—to train people who are in oversupply? I know
I keep coming back to that, but it seems to me that the market will
take 2 or 3 years to work, and at the same time——

Mrs. JOHNSON. I guess what I am asking is wont the merger of
those institutions downsize the number of resident slots available.

Mr. LaMM. It will in certain areas. I do not think it will in all
areas. I mean, you will still have a number of—if the whole staffing
patterns of California, where Congressman Stark is from were car-
ried out across the United States, you would have this immense
oversupply in both hospitals, specialists and everything else. So
there is a great deal of regional variation, and what you are seeing
in this Dartmouth Atlas of Health Care, which I really recommend,
Jon Wennberg is coming up with some really wonderful stuff—il-
lustrates how much variation there is from one place in the country
to another.

Mrs. JOHNSON. Well, if that is your conclusion, if you do not
think the market is going to, through consolidation, reduce the
number of residency slots adequately, then I look forward to your
getting back to us on how you would implement some of these
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goals. I do not think you can just allocate the downsized slots even-
ly across the programs.

Mr. LaMM. Why not give the RRCs some ability to be able to
identify quality programs and close less than quality programs? In
other words, through that process

Mrs. JOHNSON. It is going to be risky for the government to make
those judgments at a time of such enormous change. Also, we
might find a program of lesser quality but in a sort of backwater
area that we want to preserve, and it should survive and should
actually improve in quality as there are fewer programs available.
So I am a little nervous about——

Dr. DETMER. I would like to underscore one thing that I think
is something that we should not lose sight of. All the time that we
are waiting to see what will happen, we will also start seeing
strange things starting to happen to our health care system simply
because of an oversupply.

Mrs. JOHNSON. I appreciate that.

Dr. DETMER. And I do not think we should ignore that because,
for example, what States may do——

Mrs. JOHNSON. I appreciate that, but we are still keenly aware
of areas of undersupply, and I think the downsizing will force peo-
ple to choose those less desirable positions, and it does seem to me
important that programs be required to preference citizens and
permanent residents. That way, you are sure to get the people who
are going to devote their lives to health care in America into the
residency positions, and then I think also an immediate change in
how much we subsidize various levels of certification, which we
began in the bill that the President vetoed, but will need to go fur-
ther, will influence who we are, what level of experience we are
producing, and what level of expertise we are investing in.

Mr. LaMM. Let me talk about the dynamics of a merger. I do not
know what is going on in the Boston area, but in a lot of parts of
the country, when a merger occurs, the merged organization does
not reduce the amount of residencies because they get this big Fed-
eral pot of GME money. They do not reduce the number of
residencies appreciably because you are paying for a lot of the work
that they will do, so you continue to drive the systems.

Mrs. JOHNSON. You are saying that on top of the current require-
ments—I mean, there are legal requirements, though, for the num-
ber of beds per resident.

Mr. LAMM. Yes.

Mrs. JOHNSON. If you downsize the beds dramatically, you have
to downsize the residencies.

Mr. LamM. All I can say is that I know of a number—I think we
can furnish you with a number of instances. I cannot answer that
particular question about what the ratio was.

Mrs. JOHNSON. Yes. We need to look at whether we need to actu-
ally force that, whether it is happening, and if we need to force it,
how do we manage it, because in the first round of this a year ago,
we did not know enough to tell you how to manage it.

Mr. LaMM. But if you and I are both heads of a hospital, and we
merge our hospitals, one of the last things we are going to want
to do is reduce the number of residents because we get $70,000 on
average per resident.
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Mrs. JOHNSON. But that brings me to the second question I was
going to ask. In our proposal to the President—and it is unfortu-
nate that he vetoed it—but it is particularly unfortunate that we
cannot seem to get the public’s attention to many of the important
provisions in our Medicare reform bill that had nothing to do with
the sort of macropolitical controversy because in that bill, we did
allow consortia to apply to be the funding mechanism. How do we
accelerate that? How do we do that? Can we do that under current
law, because that will address a lot of the concerns that you raise.

If the consortia control the money, there will not be the number
of residency slots that are in-hospital, and the amount of depend-
ence of teaching hospitals on residents for sheer work will decline
because a lot of their training will go on in what are now currently
more appropriate sites.

So what is your evaluation? That ties in with my last question—
because the Chairman is back and other Members are back—but
have you looked at the impact of managed care on current funding
of educational programs, because what I am beginning to hear from
my educational institutions now is that managed care deals are
pulling those education dollars out from under the educational pro-
grams, they are flowing into profit, and our failure to act in this
area is now upsizing the profitability of the managed care compa-
nies, downsizing the resources for medical education, and is not
only going to cost us residency slots, but is going to cost us quality
of training.

Dr. DETMER. I think that is certainly what everyone I talk to is
also saying.

Mrs. JOHNSON. So you are hearing that, too.

Dr. DETMER. Yes.

Mrs. JOHNSON. Well, we need to get some data on that, what ac-
tually is happening, what money is going, and then if you can get
back to us on your thoughts about the trust fund proposal in our
proposal—our Medicare reform proposal was really very com-
prehensive. It did try to go to consortia, it did try to move medical
education money out of the Medicare reimbursement system, and—
what was it, $17.5 billion ended up in the trust fund—moving that
from just a taxpayer source and out of the reimbursement system,
so it was a very progressive and forward-looking reform and ad-
dressed many of the issues that you raised. So I look forward to
working with you on the details, and if you would get back to me
on some of the things I have raised, I would appreciate it.

Thank you.

Mr. THOMAS. Let me ask a transition question, Dr. Detmer. You
talked about oversupply and the horrors of oversupply out there in
the world. Just give us some idea of what our problems are if we
have an oversupply—if we do not already—although there is still
a debate as to whether there is just an abundance or an over-
supply.

Dr. DETMER. First of all, I really want to make clear, as I said
earlier, and underscore my comments, that I am entering the era
and level of speculation on this, but at your urging, I am doing
this, OK? It is not based on what I have seen as really firm data
at this point.
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But I think that what we can predict is that you will see some
States that are producing very large numbers of doctors and other
States that in fact are producing essentially fairly right-sized num-
bers, if you will, looking at this.

Right now, we have a system that allows essentially fairly open
migration, if you will, within the United States to different States
to practice. Canada recently has very directly tied work opportuni-
ties to production function, and I think that when you see States
worrying about the cost issues where they are in fact specifically
putting in programs to deal with access and such, I believe they
will start looking at ways to regulate the open inmigration of phy-
sicians into some of their borders.

Personally, I think the idea of having a more national approach
to education for medicine for the country’s population ultimately
has a lot to be said for it. What worries me is that if we really es-
sentially balkanize our educational system so that it is more atom-
ized State-by-State to deal with this in the void and lack of some
Federal leadership—excuse me—direction on this, because that is
where the main dollars for graduate education are coming from,
from the Federal Government, we will inherit, frankly, a much
more perplexing and more difficult system to try to deal with be-
cause we will be approaching it much more State-by-State.

Now, that is all projection, and I want to make that very clear,
but I do not think it is beyond happening.

Mr. THOMAS. Well, in the Federal system, I think you will find,
given the citizenship of an individual of a State as well as the Fed-
eral, that in terms of trying to create barriers for movement of peo-
ple for economic means has never been successful historically, and
it would be far better to deal with incentives such as money, which
is largely controlled at the Federal level for desirable movement
rather than restrictive, undesirable movement. I think the Su-
preme Court would be faced with several cases if in fact some
States tried that.

Does the gentleman from New York wish to inquire?

Mr. HOUGHTON. Thank you, Mr. Chairman, and I thank you,
gentlemen, for being here.

I have ducked in and out of the room, so I may be repeating a
question or two, so please bear with me. I guess I come at my ques-
tioning from two standpoints—one, the rural concept and the other,
the New York State concept.

I used to be in business, and for about 20 years, I lived in a
small town in upstate New York, 12,500 people. It had a hospital,
but it could not get doctors to come in; it just could not do it.
Therefore, we made a real attempt to get some of the international
medical graduates to come in. They came in, they worked, they
made a tremendous contribution to the community. Some of the
finest specialists and some of the finest general practitioners came
from India, Pakistan, and places like that.

I am loathe to snuff out that flow of medical talent. I know that
you answered Mr. McCrery’s question about the new reality, but I
have not seen the new reality in my part of the country.

Second, I know the Pew report said there are something like 50
or 60 percent too many hospitals or hospital beds already in this
country. The problem I have with that is that the hospitals often,
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in the area in which I live, are not just medical, but they are eco-
nomic units; sometimes they hire more people than anybody else,
more than possibly the school system. If you want to get good doc-
tors, competent doctors, particularly with interactive television
coming in and being able to link up with the teaching and the re-
search hospitals, but to come into your community and live there
and be citizens there, and if they do not have a hospital to use or
to go to, that is also demagnetizing the problem.

So to me, we are talking about an area which is obviously impor-
tant, but I hate to see a law of unintended consequences come into
play so that those of us in upstate New York who have somehow
found a formula as far as the international medical graduates are
concerned, but also in terms of reconfiguring our hospitals in terms
of providing clinical service, outpatient, long-term care, meals-on-
wheels and things like that. So to arbitrarily put in place a plan
or a financing plan which cuts that off bothers me.

The other thing, of course, is as far as New York State is con-
cerned—New York hospitals, the basic hospitals, I think have a
tremendous percentage of international medical graduates there,
and if that supply is shut off, somebody is going to have to make
up the difference. They are already struggling, and to have another
funding source coming along, that bothers me.

So those are the two basic questions and issues that 1 am inter-
ested in.

Mr. LAMM. T have been looking at six cities that I think are har-
bingers for the delivery of health care in a metropolitan area—this
is not directly responsive to your question because you have got
two almost separate problems—how do we deliver services in a
metropolitan area, and then rural America has its own challenges.
But when you look at St. Paul-Minneapolis, Portland, Oregon, Sac-
ramento, San Diego and Albuquerque, I think you start to get a
hint of what is happening when Adam Smith arrives, and large
employers start to save money and hospitals consolidate.

There were 17 hospitals in St. Paul 15 years ago; today there are
6 hospitals run by only 4 different systems.

Mr. HOUGHTON. But you see, Governor, I am not talking about
St. Paul. I am talking about a little town of 12,500 people, and
there is only one hospital there.

Mr. Lamm. Yes, I understand that, but I am saying that when
we are making national policy—I did reflect that rural America has
a different situation, but of course, most of the hospitals and most
of the people are in metropolitan areas.

But let me also say that I had three towns in Colorado when I
was Governor. Each of them had a hospital. They were within 15
miles of each other and each of them had an occupancy of three
people. Now, it was not in the long-term interest of that community
not to consolidate those hospitals.

I look at Nebraska, where there are 4.7 hospital beds per thou-
sand people, whereas the market is using 1.5 in more efficient
areas. So I think there will have to be a number of consolidations.

Mr. HOUGHTON. Could I just interrupt—and I am probably tak-
ing more than my time. I see a red light there. Red means to stop;
isn’t that right? [Laughter.]
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And T understand the problem, you see, and 1 know that you are
trying to work through the supply and demand issue and the par-
ticipation of the government in this. But all I am talking about is
a particular area. And when you flip something on its ear and
change the dynamics of it, sometimes you throw a body blow at
rural communities that do not understand it and cannot adapt to
it, whereas now they are beginning to adapt to it.

Dr. DETMER. I would like to add to that because I just came, in
fact, from a very exciting 2-day conference that the National Li-
brary of Medicine had on where telemedicine and the information
infrastructure is going to take it—particularly, I think, rural care,
but also hopefully rural care generally and particularly central city
care as well. But I think that as we have just said, managed care
is upsetting our cart in a lot of ways, and so will, I think, this in-
formation age.

I hear exactly what you describe. I am from a little town in
central Kansas, and I think the same dynamics have been very rel-
evant there. I think also if you go out to Hayes, Kansas right now,
you are starting to see telemedicine starting to really change some
of those smaller community dynamics.

So I am also just saying again—not to disagree, really—but I am
just saying that we are living in a time of some real change, and
I think we are going to see some of those dynamics, if you will, also
turned on their ear. And it is too early, in my opinion, candidly,
to really say how it will all shake out, but there is some promise.
I have seen some very exciting things in the last couple of days
that to me, at least, I think really offer some promise—and some
Federal support, actually. It has been very well-spent in that area.

Mr. LaMM. Congressman, I ran some of these programs for 10
years. Let me tell you about the little town of Fair Play, Colorado.
They did everything they could to try to get a doctor and a hospital
there. They bonded themselves a great deal to get a hospital there
and try to keep it open. Nobody in that community would really
want to stay in that hospital for very long, other than if they were
immediately stabilized. If they had a serious condition, they would
want to get to Colorado Springs.

So we took an emergency response vehicle, an ambulance, up
there, and we showed them that a current ambulance is a much
more effective tool than an inadequate hospital. So they right now
are happier than anything. They have a nurse practitioner and an
emergency response system in place of a hospital. They are
healthier; they can resolve their problems more quickly.

Mr. HOUGHTON. Yes, but let me just take one more crack at this,
Mr. Chairman, and then I will shut up. I understand what you are
dealing with, and I understand the dynamics and the funding and
trying to put this thing into a more modern context. Yet, at the
same time, I see rural communities adjusting themselves pretty
well. We have just passed a thing called a telecommunications
bill—I am sure you know about this—and it is really breathtaking
in terms of the impact it is going to have not just on medicine, but
on education and on business and rural communities. And the hos-
pital is not just a hospital. It is no longer a hospital. It is some-
thing else. It is a health care or service provider. But it is making
these adjustments along with telemedicine or interactive television,
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which is going along pretty well, and I just hate to upset that. Do
you see what I mean?

Mr. LAMM. Yes.

Mr. HOUGHTON. Thank you very much.

Mr. THOMAS. I thank the gentleman.

Does the gentleman from Maryland wish to inquire?

Mr. CARDIN. Thank you, Mr. Chairman.

Let me thank both of our witnesses for their testimony and their
report to this Committee.

Governor Lamm, [ agree with your statement in which you rec-
ommend the creation of a public-private payment pool. I interpret
that to be an all-payer funding source for dealing with graduate
medical education costs in this country, recognizing full well that
we can no longer rely upon the Federal Government to pay the full
cost of training, and in the competitive marketplace, we need some
form other than Medicare rates to reimburse for graduate medical
education.

I assume that when you say all insurance premiums, you also
refer to the self-insured plans paying their share also of the cost
of the training of graduate medical education.

But let me go to the other side of that coin. It seems to me that
if we in Washington provide the funding for education and do not
deal with work force reform, we are missing the golden opportunity
to address the work force issues. It is easy to provide the money.
It is difficult to get agreement within the medical community as to
what to do on work force issues.

And I am somewhat troubled by a statement in your remarks,
which 1 agree with, and that is that under market forces, we will
always find the “rationalization of physician utilization across the
country.” We can train more and more people in medicine, and the
system will find a use for those individuals, and we will find a
greater and greater percentage of our economy going to health care.

So my question is how much should the Federal Government get
involved in restricting the number of people trained in medicine, in
what specialty areas they can be trained in, whether we should be
training more in primary care, as you point out? How does the Fed-
eral Government perform its responsibility in carrying out those
policy issues without being too intrusive into the market as to the
training of physicians or where they should be able to practice
medicine, and so forth?

Mr. LAMM. When you look at Spain and some of those other Eu-
ropean countries that train too many doctors, the market does have
its effect, but what it does is have doctors driving taxicabs and
doing a lot of things that they are not trained to do. So I do think
that the market is ruthless, and what you are seeing is that we are
changing from this system where you could almost absorb an un-
limited amount of physicians because of Medicare and all this other
blank check medicine to a system that is rationalizing the utiliza-
tion of physicians. I think in the future you will no longer find a
market absorbing as many physicians as are trained today, which
then raises your question.

I think what I come down to is that I have my primary faith in
the market. I think the market will give the signals, but what I
find problematic is this juxtaposition between what the market is
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telling us and the Federal Government continuing to throw $6 bil-
lion to train a surplus of specialist physicians.

Is that responsive?

Mr. CARDIN. It is. But if we provide a funding source independ-
ent of Medicare, independent of the rates that hospitals charge,
that will finance graduate medical education, whether it is a trust
fund or a premiums tax or whatever we find, in order to guarantee
the financing of graduate medical education in this country, and do
it in a way without also determining how many physicians we will
have residency slots for, what type of residency slots, and so forth,
do you have enough confidence in the market that we will train the
right medical personnel, or should we not use the time that we de-
velop this funding source as the vehicle to also guarantee that we
have the appropriate number of physicians trained?

Mr. LamM. I definitely agree with your last statement. We have
recommended that you upweight, for instance, payments for resi-
dents training in primary care disciplines, and that you
downweight specialties that are in serious oversupply, and that you
try to use this process, as you said, as a tool to solve both problems
at once.

Dr. DETMER. I think you are going to have to strike a balance
between regulation and marketplace. I just honestly think this is
too important to each citizen’s life and the lives of his loved ones
to leave totally to the marketplace. So the issue is going to be an
ongoing discussion of what is that tension between the right kind
and the right size and side of regulation, versus the market. But
clearly I think we are going to have to develop some kind of fund,
and I do think that it is prudent to at least have some piece of this
that is looking at the sizing and the distribution and specific pro-
grams. I think it is too important to the public’'s well-being.

Mr. CarDIN. Well, I again thank both of you for your testimony.
I think you have pointed out the dilemma that we face here. But
we are all going to have to be a little bit more bold in coming for-
ward with recommendations that preserve the quality of health
care in this country while recognizing the economic reality that we
have to have a more efficient work force for medical care in this
country.

Thank you, Mr. Chairman.

Mr. THOMAS. Thank you.

Does the gentleman from Louisiana wish to further inquire?

Mr. MCCRERY. Yes, Mr. Chairman, for just a couple minutes.

You may recall that I was the one who wistfully looked back in
time to when the government was not so involved and wondered
how we could get back there. Why did the government get involved
in the first place in financing medical education in this country? Do
either of you know?

Mr. LaMM. There was a perceived undersupply of doctors.

Dr. DETMER. Yes, it is a very interesting question. In fact, it was
specifically Federal initiatives in the sixties and seventies that ac-
tually increased both the size and number of medical education in-
stitutions, and I think there was a general sentiment actually at
the time—for right or wrong—that in fact this would ultimately
create more physicians than the country would need.
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So that is how at least I read history, and I think a lot of other
folks do, but I do not know how the Governor reads it.

Mr. LaMmM. I think your point applies to Hill-Burton, in which the
government got involved in hospitals. Every time the government
gets involved, there is a tendency for people to get in and lobby in
the medical schools and everything else, and all of a sudden, you
have this oversupply. I am not at all sure it would not have been
better if we had not gotten into that business. Now, there also is
the whole research function which is very important.

Dr. DETMER. That is not to say that having valid information and
valid data, so that you do know at least what is happening, so at
least the market can function as the best market one can have, is
very important, and I think that is one of the central government
pieces of this is to make sure you have valid information because
you may not have it.

Mr. McCRERY. Going back to something that Dr. McDermott
brought up about the cost of medical education today and some of
these graduates leaving school with 150,000 dollars’ worth of debt
for their education, Mrs. Johnson leaned over and said that when
her husband got out of medical school, they had no debt, and then
somebody else said that yes, somebody he knew had 500 dollars’
worth of debt—maybe that was Jim. They graduated at a time
when the government was not involved in graduate medical edu-
cation. Is there any connection between the tremendous escalation
of costs and the government’s involvement?

Dr. DETMER. I was right at that break. I went through medical
school without any debt, and I decided by the time we had two chil-
dren that we would in fact take government loans, against all my
roots of Kansas heritage, so that my children would have a mother
at home because she had worked through medical school. And we
paid off our last debts at age 44. I am grateful for that support.
I think our family actually was more of a family when I was out
of the house. But these are very personal kinds of questions, ulti-
mately.

Mr. McCRERY. I am not posing the question should we get out
of the loan business; I am posing the question is there any connec-
tion between the size of your loan versus the size of the young stu-
dent’s loan who was in Dr. McDermott’s office, and the point at
which the government became involved in financing graduate medi-
cal education, particularly in this country.

Dr. DETMER. I must say—and I am not an expert in this particu-
lar area—but on balance, I would say those programs have not op-
erated that poorly at all; in fact, I think that on balance they have
been pretty well managed. But I am not an expert at this.

Mr. McCRreRy. Well, then, how do you account for the tremen-
dous escalation in cost in financing graduate medical education?
How do you account for the difference between Jim McDermott’s
$500 in debt and the $150,000 in debt for the youngster who came
into his office?

Mr. LAMM. As I recall, the cost of higher education is accelerat-
ing almost faster than any other good or service. I mean, it is a
broader question. Higher education all over the place is rising in-
credibly fast, and it is one of the problems that is going to have
to be dealt with.
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Mr. MCDERMOTT. If the gentleman would yield——

Mr. McCRERY. But Governor, are you trying to tell us that the
cost of undergraduate education in Colorado has increased on the
same scale as the cost of medical education?

Mr. LaMM. I do not know that. I really do not know that. Let me
find that out and answer you. But I do know that across the board
the cost of higher education is going up at a very dramatic rate.

Mr. McDERMOTT. Would the gentleman yield?

Mr. LAMM. Sure.

Mr. McDERMOTT. I think you are raising the right questions in
that you are raising the multifactorial problem that creates this.
When I went to medical school, the University of Illinois was re-
ceiving Federal money. It was called the National Education in
Medical Defense. So the Federal Government was contributing
money under that program and we had lectures called “MEND” lec-
tures. So they were putting it in in another way. This was before
Medicare. And in addition to that, the cost of a medical education
at that point was $800 a semester for me, or $1,600 a year; that
is what I spent.

Now, that has gone up by a factor of 10 in most medical schools.
The tuition is about $16,000 for starters, and then you have to live
on top of that.

So there have been some other factors which have gone into it.
I think there were hardly any members of my class who could not
in the summertime earn enough money to actually pay for their
medical school. I worked on an oar boat on the Great Lakes and
made $1,500 for a whole summer, $500 a month, and I could pay,
then, for my medical school tuition.

So it really is a much more complicated issue than just saying
the Federal Government came in with GME and indirect medical
education money, and that is what caused the escalation. There
were a whole lot of other factors driving up the cost.

Mr. McCRERY. Oh, I am sure of that, but it seems to me that
there is at least a coincidence that the government got involved,
and all of a sudden, costs went through the roof.

Dr. DETMER. There has been an enormous ramping up of tech-
nology, though——

Mr. McCRERY. If you would just let me finish, there is also per-
haps a coincidence in the fact that the government got involved in
paying for elderly care in this country, and physicians’ incomes
have gone up substantially.

I just think—and I think your report raises this—that the mar-
ket goes to where the money is, and the government has spent an
awful, awful, awful lot of money in the medical system in the last
30 years, and we are continually chasing our tail trying to guide
the market where we think it ought to go, and the market is
smarter than we are.

So I appreciate your testimony. I think there is some worth to
your research, and perhaps the bottom line is that we ought to re-
strict the money that we put directly into medical educa